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Using FSA Direct Farm Ownership Loans
for Construction

The USDA Farm Service Agency’s (FSA) Direct Farm Ownership
loans are a resource to help farmers and ranchers become owner-
operators of family farms, improve and expand current operations,
increase agricultural productivity, and assist with land tenure to
save farmland for future generations.

Depending on the applicant’s needs, there are three types of Direct
Farm Ownership Loans: regular, down payment and joint financing.
FSA also offers a Direct Farm Ownership Microloan option for
smaller financial needs up to $50,000.

Amongst other purposes, Direct Farm Ownership Loans can be
used to construct, purchase or improve farm dwellings, service
buildings or other facilities and improvements essential to an
operation.

To do this, applicants must provide FSA with an estimate of the
total cost of all planned development that completely describe the
work, prior to loan approval and must show proof of sufficient funds
to pay for the total cost of all planned development at or before loan
closing. In some instances, applicants may be asked to provide
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Farm Loans
Justin Teuton

Please contact your local FSA
Office for questions specific to
your operation or county.

certified plans, specifications or contract documents. The applicant
cannot incur any debts for materials or labor or make any
expenditures for development purposes prior to loan closing with
the expectation of being reimbursed from FSA funds.

Construction and development work may be performed either by
the contract method or the borrower method. Under the contract
method, construction and development contractors perform work
according to a written contract with the applicant or borrower. An
applicant for a direct loan to finance a construction project must
obtain a surety bond that guarantees both payment and
performance in the amount of the construction contract from a
construction contractor.

A surety bond is required when a contract exceeds $100,000, an
authorized agency official determines that a surety bond appears
advisable to protect the borrower against default of the contractor
or a contract provides for partial payments in excess of the amount
of 60 percent of the value of the work in place.

Under the borrower method, the applicant or borrower will perform
the construction and development work. The borrower method may
only be used when the authorized agency official determines,
based on information from the applicant, that the applicant
possesses or arranges to obtain the necessary skill and managerial
ability to complete the work satisfactorily and that such work will not
interfere with the applicant’s farming operation or work schedule.

For more eligibility requirements and information about FSA Loan
programs, contact your local FSA office or visit www.fsa.usda.gov.
To find your local FSA office, visit http://offices.usda.gov.

Filing CCC-941 Adjusted Gross Income
(AGI) Certifications

Many producers have experienced delays in receiving Agriculture
Risk Coverage (ARC) and Price Loss Coverage (PLC) payments,
Loan Deficiency Payments (LDPs) and Market Gains on Marketing
Assistance Loans (MALSs) because they have not filed form CCC-
941, Adjusted Gross Income Certification. LDPs will not be paid
until all eligible producers, including landowners who share in the
crop, have filed a valid CCC-941.

Producers without a valid CCC-941 certifying their compliance with
the average adjusted gross income provisions will not receive
payments that have been processed. All farm
operator/tenants/owners who have not filed a CCC-941 and have
pending payments should IMMEDIATELY file the form with their
recording county FSA office. Farm operators and tenants are
encouraged to ensure that their landowners have filed the form.
FSA has been issuing 2016 ARC/PLC payments and 2017 CRP
payments.

FSA can accept the CCC-941 for 2015, 2016, 2017 and 2018.
Unlike the past, producers must have the CCC-941 certifying their
AGI compliance before any payments can be issued.
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Environmental Review Required Before Project
Implementation

The National Environmental Policy Act (NEPA) requires Federal agencies to consider all potential
environmental impacts for federally-funded projects before the project is approved.

For all Farm Service Agency (FSA) programs, an environmental review must be completed before
actions are approved, such as site preparation or ground disturbance. These programs include, but
are not limited to, the Emergency Conservation Program (ECP), Farm Storage Facility Loan
(FSFL) program and farm loans. If project implementation begins before FSA has completed an
environmental review, this will result in a denial of the request. There are exceptions regarding the
Stafford Act and emergencies. It is important to wait until you receive written approval of your
project proposal before starting any actions, including, but not limited to, vegetation clearing, site
preparation or ground disturbance.

Remember to contact your local FSA office early in your planning process to determine what level of
environmental review is required for your program application so that it can be completed timely.

Applications cannot be approved contingent upon the completion of an environmental review. FSA
must have copies of all permits and plans before an application can be approved.

2018 Acreage Reporting Dates

In order to comply with FSA program eligibility requirements, all producers are encouraged to visit
their local FSA office to file an accurate crop certification report by the applicable deadline.

Acreage reporting dates vary by crop and by county so please contact your local FSA office for a list
of county-specific deadlines.

The following exceptions apply to acreage reporting dates:

o If the crop has not been planted by the applicable acreage reporting date, then the acreage
must be reported no later than 15 calendar days after planting is completed.

e If a producer acquires additional acreage after the applicable acreage reporting date, then
the acreage must be reported no later than 30 calendars days after purchase or acquiring
the lease. Appropriate documentation must be provided to the county office.

o If a perennial forage crop is reported with the intended use of “cover only,” “green manure,”
“left standing,” or “seed,” then the acreage must be reported by July 15th. Noninsured Crop
Disaster Assistance Program (NAP) policy holders should note that the acreage reporting
date for NAP covered crops is the earlier of the applicable dates or 15 calendar days before
grazing or harvesting of the crop begins. For questions regarding crop certification and crop
loss reports, please contact your local FSA office.

Breaking New Ground

Agricultural producers are reminded to consult with FSA and NRCS before breaking out new ground
for production purposes as doing so without prior authorization may put a producer’s federal farm
program benefits in jeopardy. This is especially true for land that must meet Highly Erodible Land
(HEL) and Wetland Conservation (WC) provisions.

Producers with HEL determined soils are required to apply tillage, crop residue and rotational
requirements as specified in their conservation plan.

Producers should notify FSA as a first point of contact prior to conducting land clearing or drainage
type projects to ensure the proposed actions meet compliance criteria such as clearing any trees to



create new cropland, then these areas will need to be reviewed to ensure such work will not risk
your eligibility for benefits.

Landowners and operators complete the form AD-1026 - Highly Erodible Land Conservation
(HELC) and Wetland Conservation (WC) Certification to identify the proposed action and allow FSA
to determine whether a referral to Natural Resources Conservation Service (NRCS) for further
review is necessary.

Communication is Key in Lending

Farm Service Agency (FSA) is committed to providing our farm loan borrowers the tools necessary
to be a success. A part of ensuring this success is providing guidance and counsel from the loan
application process through the borrower’s graduation to commercial lending institutions. While it is
FSA’s commitment to advise borrowers as they identify goals and evaluate progress, it is crucial for
borrowers to communicate with their farm loan staff when changes occur. It is the borrower’s
responsibility to alert FSA to any of the following:

e Any proposed or significant changes in the farming operation;

¢ Any significant changes to family income or expenses;

e The development of problem situations;

e Any losses or proposed significant changes in security In addition, if a farm loan borrower
cannot make payments to suppliers, other creditors, or FSA on time, contact your farm loan
staff immediately to discuss loan servicing options. For more information on FSA farm loan
programs, visit www.fsa.usda.gov.

ASKFSA

Are you looking for answers to your FSA questions? Then ASK FSA at askfsa.custhelp.com.

AskFSA is an online resource that helps you easily find information and answers to your FSA
guestions no matter where you are or what device you use. Itis for ALL customers, including
underserved farmers and ranchers who wish to be enrolled in FSA loans, farm, and conservation
programs.

Through AskFSA you can:

Access our knowledge base 24/7

Receive answers to your questions faster

Submit a question and receive a timely response from an FSA expert

Get notifications when answers important to you and your farming operation are updated

Customize your account settings and view responses at any time

Weather the Storm: FEMA Mobile App Provides Weather
Alerts and Safety Tips

USDA offers programs to help producers recover from disasters; FEMA can help you prepare
ahead of time.

The Federal Emergency Management Agency (FEMA) recently launched a free mobile app that will
instruct the public on what to do before, during and after emergencies. The app is available for
download for Apple, Android and Blackberry mobile devices.

Download the app to:
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e Receive alerts from the National Weather Service for up to five locations

o Get safety reminders, read tips to survive natural disasters and customize your emergency
checklist

e Locate open shelters and where to talk to FEMA in person (or on the phone)

e Upload and share your disaster photos to help first responders.

For more information about the FEMA app, visit fema.gov/mobile-app. To download the FEMA app
from the Apple Store visit https://itunes.apple.com/us/app/fema/id474807486?mt=8. To download
the FEMA app on Google Play for Android visit:
https://play.google.com/store/apps/details?id=gov.fema.mobile.android&hl=en

Dates to Remember

Feb 19 - Federal Holiday Observed. Offices Closed.

USDA is an equal opportunity provider, employer and lender. To file a complaint of discrimination,
write: USDA, Office of the Assistant Secretary for Civil Rights, Office of Adjudication, 1400
Independence Ave., SW, Washington, DC 20250-9410 or call (866) 632-9992 (Toll-free Customer
Service), (800) 877-8339 (Local or Federal relay), (866) 377-8642 (Relay voice users).
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